Introduction and Summary
This report offers an estimate of the cost of a statewide scholarship program for the State of Oregon that has a similar program structure as the existing Kalamazoo Promise. It is assumed that the proposed Oregon scholarship program would begin in the fall of 2013, and the full cost of the scholarship would not occur until 2016 when four years of scholarship-eligible students are enrolled in college. This report includes estimates on the scholarship costs, as well as, costs associated with administering the scholarship program.
The proposed scholarship program would be available to all Oregon K-12 students who have lived in the state continuously during the final four years of their secondary education, regardless if they attended public or private schools or were home schooled. The scholarship could be used at any publicly or privately accredited post-secondary college or university in the state with a tuition cap equal to the highest public university tuition which is currently the University of Oregon.
The projected costs of two types of scholarship programs are estimated. The first is a "firstdollar" scholarship program which is not means tested and is open to all eligible students in the state. Eligible students would not have to seek additional federal, state, or private funds for tuition. The second scholarship program is a "middle-dollar" program where the Oregon Promise funds would be awarded after Federal Pell and Oregon Opportunity Grants (OOG) are calculated; however, institutional merit scholarships and other private scholarships are not considered.
All of the report's tables are located in Appendix A of the report. A PowerPoint summary presentation of the report's findings is attached in Appendix B.
As shown in Table 1 , the proposed scholarship would be expensive. During the fourth year when the scholarship's first-year students are attending their final year of college, the first-dollar scholarship program would cost just over $348 million. The middle-dollar option would lower the cost to $284 million. The cost of the scholarship program would only increase in the later years because of greater usage as its availability encourages more students to attend college and because of the ever rising cost of tuition.
These cost estimations depend upon a large set of assumptions and forecasts to which we will now turn.
Key Assumptions and Forecasts

Forecast of student enrollment and residency duration
The driving force in estimating the costs of the proposed Oregon Promise is the forecast of future enrollment in the state's various K-12 school programs. To forecast school enrollment for public, private, and parochial schools, we used a cohort-survival model with a five-year moving average to forecast the school enrollment for each grade from K-12 in the state. Overall, we forecast that enrollments will increase by a 0.7 percent average annual rate during the period as shown in Table 2 .
Estimations of the number of children currently being home schooled are not readily available, and future trends in home schooling in the state are unknown. Nevertheless, as shown below, if a student is home schooled only during the elementary grades and graduates from a public, private, or parochial high school, he or she will be captured in our estimates.
As difficult and important a task as it is to derive a reasonable forecast of future student enrollment in the state, estimating the future student's residency eligibility is even more demanding. The proposed Oregon Promise has a residency requirement based on the Kalamazoo Promise which is shown in Table 3 .
Therefore, it is necessary to forecast the length of residency of future high school graduates. Of course, we do not have access to individual student records to make these estimates. Instead, we use U.S. Census migration estimates for the state for the period 2007 through 2011. 1 In aggregating migration data for the four-year period, we found that 57 percent of the state's 18-year-olds were born in the state. These data suggest that the probability of moving from the state during the first 17 years of life is approximately linear at 4.5 percent per year. As shown in Table  4 below, of the 13,734 high school graduates attending college in Oregon in 2012, we estimate that 7,904 started in Kindergarten and stayed in Oregon for their entire primary and secondary education. Since we are basing our residency estimates by "working backwards" from the graduation class-4.5 percent of the class is estimated to have moved into the state each yearwe estimate the high school graduates' length of residency regardless of type of schooling they attended, including home schooling.
Estimated number of students using the scholarship
Students could use their Oregon Promise scholarships to attend any accredited public or private, in-state colleges or universities in the state. They would receive funding for up to 130 credits, to be used within six years of high school graduation (with deferments for military service).
This requires the estimation of future trends in the number of high school graduates that will go on to college and who will attend college in the state. In the 2008-09 school year at least 59.4 percent of the state's high school graduates continued on to college. Of these students, the large majority, 83 percent, attend public or private college in the state. 2 We assume that this number 1 American Community Survey IPUMS. Unfortunately, this time period was a period of economic distress with falling housing values. The need to find employment could have caused some families to leave or enter the state. At the same time, many families may have found themselves "locked" to their house due to its value dropping below the mortgage they owed.
2 Data provided by Bob Kieran, Institutional Research and Planning Oregon University System, on March 29, 2013 . The source of the data is from the OUS/IR from data matched by Brian Reeder, ODE.
will grow by 1.0 percent annually because of the Promise and the changing demands of the work place.
In Table 5 , we present our estimates on the number of Oregon students attending each of the colleges and universities located in the state. Again, we are estimating that the number of high school graduates attending college in the state will increase by 1.0 percent annually and that the proportion of students attending each of these post-secondary institutions will remain constant during the period. One of the simplifying assumptions used in this cost estimation is that all scholarship students will attend college the year after graduation. For students attending fouryear universities this is a reasonable assumption; however, for students attending the state's community colleges it is more questionable. Nevertheless, given that it is impossible to know when a student will use the scholarship during his/her six-year window of opportunity, we have "front loaded" the cost of the scholarship. This means that the cost of the scholarship is likely to be overestimated during the first four years.
College Attendance and Completion
Many students who attend college do not complete their education. This is especially true for community college students. In Table 6 we show the average college retention rate for public colleges and universities, and private colleges and universities in the state. On average, only 43 percent of the students attending community college come back for the second year. For the state's public colleges, 78 percent of the entering freshmen return for their second years, 61 percent return for their junior year and 47 percent enter their fourth and final year of scholarship funding. For the state's private colleges and universities, the retention rates are slightly lower.
In the forecast period, we factor in an annual 0.5 percent increase in retention rates, across all colleges and universities and across all grades.
Finally, nationwide, an estimated 34 percent of full-time, degree-seeking community college students go on to a four-year university to complete their course of study. We use the same percentage in our estimate as well.
Cost Estimate
Two sets of cost estimates are presented here. The first is the First-Dollar Scholarship program and the second is the Middle-Dollar Scholarship program. Again, the First-Dollar Scholarship program pays up to 100 percent of the tuition and related fees for any accredited college or university in the state of Oregon, as long as it is below the cost of the state's most expensive public university. The scholarship's residency requirements as shown in Table 3 determine the amount of the scholarship. There is no grade point average or high school performance standard for the student to achieve except, of course, that he/she must be accepted at their selected college or university. The Middle-Dollar Scholarship program would require students to complete the Free Application for Federal Student Aid (FAFSA) which would make them eligible for federal scholarship assistance, primarily Pell Grants and the Oregon Opportunity Grant (OOG). The Middle-Dollar Promise Scholarship would make up the difference between the college or university's tuition and the Federal and state assistance. The forecasted state outlay for the OOG is shown in Table 7 . Again the generosity of the scholarship would be determined by the student's length of residency.
First-Dollar Scholarship program
The total projected outlays of a First-Dollar Scholarship program for the state of Oregon, by year, are shown in Table 8 . During the first year, with only the first class attending college, the scholarship program would pay out an estimated $117 million in tuition and fees. In year four, when there are four classes of scholarship students enrolled at the state's universities and colleges, the scholarship will pay out a projected $348 million.
Note that scholarship payments decline for each class during the four years because of students dropping out of the school. However at the same time, the scholarship payout grows because of 1) the assumed 6 percent annual increase in tuition, 2) the annual 1.0 percent increase in high school graduates attending Oregon-based colleges and universities, and 3) the assumed modest 0.5 percent improvement in college retention.
In the final year of the forecast period, the scholarship program would pay out $682 million for tuition and fees for more than 30,000 Oregon students attending college under the scholarship program.
Middle-Dollar Scholarship program
The total projected outlays in the Middle-Dollar Scholarship program would be lowered by the amount of needs-based Federal tuition assistance acquired by participating students. The annual projected amount of Federal and state (OOG) scholarship aid during the forecast period is presented in Table 9 . This is partially based on historical usage of federal and state aid by students at the state colleges and universities from 2007 to 2010. In addition, we assumed that the Federal aid and the OOG would increase by 2.5 percent per year from 2013.
In Table10, the total projected scholarship outlay under the Middle-Dollar Scholarship program is presented. As best seen in Table 1 , the Middle-Dollar Scholarship would reduce the cost of the scholarship in the first year by 29 percent. However, due to tuition costs projected to increase faster than federal and state aid, the middle-dollar will save 23.8 percent in 2027. It is assumed that the requirement of completing the FAFSA would not impact the number of students applying for the scholarship program. However, this may result in an overestimation of the program's cost since it is a difficult form to complete. Some families may be resistant to complete it which could have a negative impact on the number of scholarships provided.
The Potential Impact of an Oregon Promise on the state's 40-40-20 Initiative
The Oregon aggressive 40-40-20 plan strives to reach the following goals by 2025:
• 40 percent of adult Oregonians earning a Bachelor's degree or higher;
• 40 percent of adult Oregonians earning an Associate's degree or postsecondary credential; and • 20 percent earning at least a high school diploma or an equivalent to a diploma.
As of 2011, according to the U.S. Census, of Oregonians who are 25 years or older:
• 11 percent have not completed high school;
• 25 percent have a high school diploma or its equivalent as their highest degree;
• 35 percent have an Associate's degree or some college-the number with post-secondary certificates is unknown; and
• 29 percent have a Bachelor's degree or higher.
Therefore to reach its goal, Oregon must:
• develop a strategy to reduce the number of high school students who drop out of school;
• create opportunities for individuals who never completed high school to pass their General Education Development (GED) test; • encourage high school graduates to explore career options and enroll and complete the necessary certificate or Associate's degree; • encourage students completing Associate's degrees to continue on to a four-year degree program; • encourage students who are enrolled in four-year-degree universities and college to complete; and • create life-long learning opportunities for older Oregonians to return to college or start their college career at two-year and four-year institutions.
The W.E. Upjohn Institute has been carefully tracking the impact of the Kalamazoo Promise on the academic performance of eligible students. Based on this research and on the limited research of other programs, we have found the following.
• Kalamazoo Promise recipients have a greater-than-average likelihood to complete their college studies. For the first class eligible for the Promise Scholarship in 2006, 36 percent earned a bachelor's degree by the age of 24 compared to the national average of 23 percent. This trend holds true for whites, Blacks, and Hispanics. It is likely that by reducing the financial barrier facing high school students going to college, the Oregon Promise will have a positive impact on the Oregon 40-40-20 goal of having more adult Oregonians completing both Associate's degrees and Bachelor's degrees.
The poor retention rate of students attending two-year community colleges and four-year colleges and universities, nationwide, is a major issue. Our work on this topic has identified two major barriers that can thwart a student's aspirations to complete his/her degree. The first is that many students are not college ready in terms of academics and emotional development. A large and seemingly growing percentage of community college students require remedial coursework before they can begin their college career. Second, many students are unsuccessful in college because they do not become emotionally attached to the college. They can feel isolated and ignored in large classrooms without friends or a support group. Finally, the Bill and Melinda Gates Foundation in its report With Their Whole Lives Ahead of Them found that it was not the college coursework that caused many students to fail, but the burden of financial and familial responsibilities. Working long hours and/or raising a child can make it nearly impossible for a young adult student to successfully complete college. Again, the proposed Oregon Promise addresses this last barrier; however, the other barriers will still stand in the way of many students.
• Surprisingly, the availability of the Kalamazoo Promise has not had an impact on the drop-out rate for Kalamazoo Public Schools. Research suggests that the factors influencing students to drop out of high school, such as familial difficulties, peer pressure, emotional distress and other barriers, are not significantly impacted by the availability of a college scholarship program. Therefore, the Oregon Promise could have an insignificant impact on the state's high school completion rate.
• Because it is directed toward eligible high school graduates, an Oregon Promise would not address the difficulties facing adult Oregonians in returning to school to complete their GED or an Associate's degree, certificate program, or a Bachelor's degree if they completed high school before the scholarship was enacted. The possibility of an Oregon Promise scholarship persuading high school graduates to attend college after a long period of being out of school depends upon the design of the scholarship program. The Kalamazoo Promise allows eligible high school graduates a 10-year window to use the scholarship. The longer the period that high school graduates can use the scholarship, the greater potential it has to encourage older adults to attend college.
Overall, the Kalamazoo Promise has encouraged:
• lower-achieving students who had not necessarily planned on continuing their education past high school to enroll in large numbers at the local community college; and • higher-achieving students who would have attended community college to go directly into four-year programs.
In summary, the Oregon Promise would positively impact the state's goal of having 80 percent of its adults earn a post-secondary college degree or certificate; however, it may not impact the number of students who, unfortunately, drop out of high school.
There are alternative and/or compatible activities or policies to an Oregon Promise that could enhance the state's efforts to achieve its 40-40-20 goal by 2025. While an Oregon Promise would remove a financial barrier facing the state's high school graduates, there are two other major barriers that the Promise would not address which may be more formidable.
More and more studies are showing that the academic success of students is strongly influenced by their academic performance in elementary school and by the quality of their pre-school experience. Timothy Bartik, a Senior Economist at the Institute, who wrote Investing in Kids: Early Childhood Programs and Local Economic Development, clearly shows the long-lasting impact of a quality pre-school education on a child's academic achievements. Moreover, Bartik has found that for every dollar invested in quality pre-K education has the potential of creating 2.78 dollars in extra lifelong earnings for the state as a whole.
Bartik's findings are supported by longitudinal studies in Maryland that indicate that a student's performance in third grade is a robust predictor of his/her high school graduation rate and future college readiness. In short, it is hard to turn around the academic performance of students in their later years. Finally, there is also growing evidence of the existence of an information failure in regards to available funding for college. It is very possible that the growing price tag of college tuition is causing low-to middle-income households to postpone or cancel college attendance aspirations. A program that increases the awareness of available scholarship monies and federal financial aid could have a positive impact on the number of students attending college, as well as, ease the financial burden of students and their parents who have already determined the students will attend college.
The Potential Impact of an Oregon Promise on Economic Development of the State of Oregon
Economic development depends upon a whole host of factors, many of them outside the influence of state government. Current research suggests that three unique factors have compelling impacts on a state's economic development: 1. the competiveness of the state's tax structure, availability of tax incentives, and the provision of state services; 2. the innovative and competitive strengths of its core industries or clusters; and 3. the ability of the region to attract, retain, and grow the talent of its workforce.
It is, of course, the last factor that the Oregon Promise could strongly influence. It is very well documented that the educational attainment level of a state's workforce is strongly correlated to its level of its personal income. More importantly, recent studies find that a highly educated workforce generates positive economic indirect effects to the income of both other educated workers and the region's less-educated workers. A greater density of educated workers encourages innovation as ideas are shared and partnerships developed. Second, innovation generates income and economic activity that can generate secondary employment opportunities in service-providing sectors of the state's economy that are accessible to less-skilled workers.
The Oregon Promise, as discussed above, will likely enhance the number of adult Oregonians who hold Bachelor's or higher degrees. Moreover, it will increase the attractiveness of the state to other professional workers because of the networks generated and because the Promise will show that the state is focused on talent and talent development.
It will be that last point that will likely have the greatest impact on the state's economy. If Oregon created a statewide Promise Scholarship, it would clearly show that the Oregon is focused on talent-driven economic development. It should be noted that the state would have to effectively market the Oregon Promise outside the state to achieve this impact.
Estimated Administrative Costs
The cost of administering a statewide college scholarship program depends upon the following factors.
1. The administrative costs of a first-dollar program, one that directly pays for all of the students' tuition and fees, is clearly lower than one taking the middle-dollar approach, requiring the student to apply for federal and state aid. The middle-dollar program will require financial counselors to assist students and their parents in completing the FAFSA application and record keepers to track federal and state tuition grants.
2. The accessibility of student records to determine the residency eligibility for the Promise Scholarship will be crucial. A major challenge facing a statewide program is the ability to track students who move between school districts in the state. If local school records are not maintained adequately to allow for easy verification of the students' residency throughout K-12, it may be extremely costly to develop the necessary database for managing a Promise Program.
The Kalamazoo Promise, which is a single-district, first-dollar scholarship program, has found that one of its most time-consuming tasks is resolving residency disputes. What about a student who lives part time with one parent in another school district? What about a student who lived out of state for 90 days during a school year, is he or she still eligible?
3. The size of the program's outreach effort will clearly have an impact on its cost structure. To be as effective as possible, the scholarship program must reach out to the elementary grades to inform parents and students of the accessibility and importance of a college education so that parent and student attitudes regarding the importance of schooling can be more positive.
If the Oregon Promise is a first-dollar program and if the Oregon school enrollment records are easily accessible, we estimate that the annual administration cost would be $2.5 million as shown in the table below. Key assumptions that were used in calculating this cost estimate is that each student scholarship administrator can track 400 new students each year-this is estimated workload of the position at the Kalamazoo Promise.
If a middle dollar approach is taken, the Promise staff would have to take on additional personnel to assist families in completing the FAFSA and other administrative forms necessary to obtain state and federal aid. The total annual cost of this program would be $4.4 million.
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A. First-Dollar Scholarship Program
Retention rates
Public four-year 1st year 2nd year 78% 78% 78% 79% 79% 79% 80% 80% 81% 81% 81% 82% 82% 83% 83% 83% 3rd year 61% 61% 61% 61% 62% 62% 62% 62% 63% 63% 63% 64% 64% 64% 65% 65% 4th year 47% 47% 47% 48% 48% 48% 48% 49% 49% 49% 49% 50% 50% 50% 50% 51% Private four-year 1st year 2nd year 70% 70% 70% 71% 71% 71% 72% 72% 72% 73% 73% 74% 74% 74% 75% 75% 3rd year 65% 65% 65% 66% 66% 66% 67% 67% 67% 68% 68% 68% 69% 69% 69% 70% 4th year 55% 55% 55% 56% 56% 56% 56% 57% 57% 57% 58% 58% 58% 58% 59% 59% Total Enrollment B-8 Key assumptions used in the study
• In the 2008-09 school year, 59.4 percent of the state's high school graduates continue to college with 49.1 percent attending in-state schools.
• We are assuming an annual 1.0 percent increase during the forecast period.
• We assumed that scholarship users will go to college the year after high school. This unrealistic assumption will "front load" the cost of the scholarship.
• Tuition cost will increase by 6.0 percent per year.
B-9
The projected percentage of students who come back after the preceding year, by type of institution 
